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CERTIFIED PIAIL 

Doar S i r  o r  Pladam: 

We have considered your application f o r  recognition of exenpcion from Federal 
Income tax  as an organization described in  sect ion 501(c) (3) of t h e  In te rna l  
Revenue Coda. i' 
The appl icat ion f o r  exemption and the supporting documents submitted disclosee 
tha* *** ** re iaroryorated ********  **  **** pursuant to  the  Lows of tho  S t a t e  
of ******  .  Your purpose a s  s ta ted  in your A r t i c l e s  of Incorporation i e  t o  
receive contribuCions and ongage i n  a c t i v i t i o s  t o  co l lec t  funds and use these 
amounts f o r  char i table ,  l i t e r a r y  o r  +ucational purposes. You have indicated 
t h a t  you w i l l  amend your o r g a n i z a t i ~ n a l  document t o  meet 501(c)(3) requira- 
manta. The corporation's members consis t  of the  Prr-sident, Secretary and 
Treasurer of the  ********* ***** ***  . I n  e f f e c t  the * * * * * *  ***** ***   '. 
controls  t h e  operation of the Corporation. You have s t a t e d  in your applich- 
t i o n  t h a t  t h e  * * * * * * *  ***** ***   is no t  an exempt organization. I f  tho 
*************** ***   vae tax exempt it would most lilcely qua l i fy  a s  a s o c i a l  
welfare type organization described i n  section 501(c) (4) of t h e  Code. 

Your o rgan iza t ion  would be funded by c m t r i b u t i o n a  and vario*   fund ra i s ing  
act ivi tLee.  You aleo an t ic ipa te  considerable income, about **2 of your gross 
hcome. frcm the  r e n t a l  of the  ***** ********** *****  to  groups f o r  dances, 
receptions,  etc. Your funds would be expended f o r  var icus  char i t ab le  acti- 
v i t i c s ,  hovever about **% of your groos rece ip te  would be used f o r  payments 
on mortgage on t h e  ***** * * * * *  ******. 

Xu your app l ica t ion  you described your a c t t v i t i e s  a8 follows: 

"It should be understood t h a t  t h i s  corporation has been f o r w d  
merely as a conduit fo r  contr ibut ions  f o r  the &.atitable nc t i -  
v i t h s  carr ied on by the ********* ***** **** . .'These ac t*** 
t i e s  include proiriding eyeglasses f o r  poor people in t h e  *******  
*******  Area. Irdditionnlly, t h e  club is in t h e  procees of build- 
ing  a community c.enter f o r  the  ********* ******** ******* ******  
f o r  a c t i v i t i e s  such aa dances, meetings, receptions and a c t i v i t i e s  
of t h i s  nature. . b y  contributions tecqived by the corporation 
would go toward funding theoc two *-'hities and Ad Hoc char i t ab le  



********* ***** ******** ***  

Section 501(c)(3) o f  t h ~ r  Code providee f o r  t h e  exemption from Federal  income t a x  o f  
organizations organized and operated exclus ively  f o r  cha r i t ab le ,  s c i e n t i f i c ,  o r  ed- 
ca t iona l  purposes, no pa r t  of tho n e t  earninge o f  which inuree  t o  the  bene f i t  of any 
p r iva te  shareholder  o r  individual.  

Section 1.501(c) (3)- l (a)  (1) of the Income Tax Regulations s t a t e s  t h a t  i n  o rde r  f o r  
a n  organieat ion t o  be exempt under oection 501(c)(3) of t h e  Code i t  must be organized / and operated exc lue ive ly  f o r  one or  more purpoees epec i f i ed  i n  much sect ion.  

Section 1.501 (c) (3)-1 (c) (1) of the  Regulations s t a t e s  t h n t  an organizat ion in operated 
exclus ively  f o r  t h e  purpoees set o u t  in  sec t ion 501(c)(3) of t h e  Code only i f  eub- 
stant.Sa1ly e l l  of i t s  a c t i v i t i e s  n ra  i n  fur therance  of theue purpoees. 

Section 1 . 5 0 1 ( ~ ) ( 3 ) - l ( d ) ( l ) ( i i )  of the  Regulations s t a t e s  t h a t  an organizat ion is not 
organized or opera ted  for any purpoee under s e c t i o n  501(c)(3) unlese it  serves a 
pub l i c  r a the r  than a p r i v a t e  i n t e r e s t .  

Thus t o  meet t h e  requirements of t h i s  subparagraph, i t  is neceseary f o r  an organiza- 
t i o n  t o  e s t a b l i s h  t h n t  it  i a  not  organized o r  operated f o r  the  benef i t  of p r i v a t e  
i n t e r o e t s  such a s  designated individuala  , t h e  c r e a t o r  or  h i s  f a n i l y  , shareholddrs 
of t h e  organieat ion.  o r  persons control led ,  d i r e c t l y  or  i n d i r e c t l y ,  by euch p r i v a t e  
i n t e r e s t s .  Moreover, even though a n  organizat ion may have exempt purposes, i t  wirl 
not  be considered a s  operatir is  ~ x c l u s i v a l y  f o r  euch purposes i f  naore than an insub- 
s t a n t i a l  p a r t  of ' t t e  a c t i v i t i e s  serve  a p r iva te  i n t e r e s t .  

In B e t t e r  .Businees Bureau v. U.S. 326 U.S. 279 (1945), C.T.D. 1950, 1945 C.B. 375, 
the  Supreme Court s t a t e d  t h a t  the  presencd of even a single, non-exempt purposa. 
i f  more than i n s u b s t a n t i a l  i n  nature ,  w i l l  d e f e a t  exemption, under Code s e c t i o n  501 
(c) (3) ,  regardleao of the number o r  importance o f  t r u l y  exempt purposoa. 

I n  Rpvenue Ruling 71-504, a a  published i n  Cumulative Bu l l e t in  1971-2 on page 231 a 
c i t y  medical s o c i e t y  exempt under IRC 501(c)(6) sought r e c l a s s i f i c a t i o n  under IRC 
501(c) (3). Among its a c t i v i t i e s  t h e  eoc ia ty  maIncainad a n  e x t e n s i v ~  l i b r a r y .  pro- 
vided educational  l e c t u n ! ~  and counseling ecrvicos ,  and published a monthly jou rna l  
containing educat ional  materiale,  The soc ie ty  a l s o  provided p a t i e n t  r e f e r r a l  aar- 
v i c e s  f o r  its members, n ~ l n t a i n e d  a grieyance cormnittee to  hear  complaints and to 
s e t t l e  d i spu tes  betveen member doctors, presented t h e  s o c i e t y ' s  views on l e g i s l a t i v e  
mat ters  garmane to  its member's profess ional  I n t e r e s t s ,  conducted appublic r e l a t i o n s  
program, and he ld  maetinga concerned with matters a f f e c t i n g  the promotion and pro- 
t e c t i o n  o f  t h e  p r a c t i c e  of medicine. The purpose of the  second group of a c t i v i t i e s  
was n e i t h e r  educa t iona l  nor cha r i t ab le  in na tu re .  Since the soc ie ty  had s*xbstant ic l  
noncharitable and noneducational purposes, i t  rjne no t  exempt under IRC 501(c) (3). 



********* ***** ******** *** 

Tho i n f o r m t i o n  you have submitted and a s  c i t ed  i n  t h i s  letter eetablfishee t h a t  erne of  
your a c t i v i t i e s  a r e  of a char i t ab le  nature.  However, the  da ta  es tabl iehes  tha t  your p r i -  
mary a c t i v i t y .  **% of your income and **% of your expansee, i s  the  construction and opera- 
t i o n  o f  the ***** ********** ***** . *** ***** *********  ***** , m a d  by the  ********   
***** ***  , would not be  a char i t ab le  a c t i v i t y  within tho purview of Yection 501(c) (3) 
of t h e  Internal  Revenue Code. 

Accordingly, we conclude t h a t  you a r e  not en t i t l ed  t o  recognition of exemption from 
Federa l  income t a x  under oec t ion  501(c) (3) of the ..hie or under any other aaction of t h e  
Code. 

Since you have not been granted exemption from Federal income tax you a r a  required t o  
f i l e  Federal income t a x  re tu rns  on Porn 1120 f o r  a l l  past  years f o r  which a return has 
not b e e n  f i l ed .  F i l e  these re turns  with your key D i s t r i c t  Director for e x a p t  organi- 
z a t i o n s  k Baltimore, Maryland within  GO days from the  d a t e  of t h i s  l e t t e r ,  unleee a 
r e q u e s t  for an extension of  time is &ranted. We w i l l  not delay processing of fficome 
tax r e t u r n s  and assesamant of nuy taxes due because of your bringing s u i t  f o r  declara- 
to ry  judgment under Code s e c t l o n  7428. F i l e  return8 f o r  a l l  subsequent years with t h e  
appropria te  service center indicated i n  h e  ins t ruct ions  f o r  those returns. 

I f  you do n o t  accept our f indings,  w e  recommend tha t  you request a conference with a 
member of our  Regional Office o f  Appeals. Your request f o r  a conference should include 
a w r i t t e n  appeal giving t h e  f a c t s ,  law, and any other information t o  support your posi- 
t i o n  as explained In t h e  encloeed Publication.892. You w i l l  then be contacted t o  arrange 
a d a t e  for a conference. The conference mag be held at t h e  Regional Office or, i f  you 
r e q u e s t ,  a t  any m u t k l l y  convenient Dia t r i c t  offico. I f  ve do no t  hear from you within 
30 d a y s  of t h e  date of t h i s  l e t t e r ,  this determination w i l l  become final. 

I f  you do n o t  proteat: t h i s  proposed determination in  a timely manner, it w i l l  be coneid- 
ered by the Internal Hevenila Service as  a f a i l u r e  t o  exhaust avai lable  administrative 
remedies. Section 7.28(b) (2) of  the  Internel  Revenue Code provides i n  par t  that, "A 
declaratory judgment o r  decree under this section s h a l l  not  be Issued in any proceedLny 
u n l e s s  theTTax Court, the Courr of Claima, o r  the  d i s t r i c t  court  of  t h e  United S t a t e s  
f o r  the Distr ic t  of Colmbia determines tha t  the  organization involved has exhausted 
adminiatre t ive  remedies ava i lab le  t o  it within the  I n t e r n a l  Revenue Service". 

Sincar a lp  yours. 

. ***** **  **** 
C i s t r i c t  Director  

Enclosure 


